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TO OUR SHAREHOLDERS: 

By order of the Board of Directors, this Annual Report for the fiscal year which ended Janu¬ 
ary 29, 1966 is submitted herewith. The Report includes a Statement of Earnings, Financial 
Condition and Stockholders’ Investment, certified by Messrs. Ernst & Ernst, our independent 
public accountants. 


SALES AND EARNINGS 

The Company in 1965 achieved an all time record in sales volume of $105,756,816 representing an 
increase of 4.4% over the preceding year. A strong and vigorous economy, together with an unusually 
high level of employment, plus highly favorable weather conditions throughout the year contributed 
to this gratifying result. 

Our branch stores continue to provide an increasing share of the Company’s sales volume, and we 
are especially pleased again to report an increase in the Philadelphia Store sales, which must be attrib¬ 
uted in part to the growing acceptance of the Parking Authority Garage and the substantial con¬ 
venience it represents for our customers. 

Our net earnings for the year amounted to $4,509,913 compared with $3,543,544 for 1964, an 
increase of $966,369 or 27.3%. Earnings per share on Common Stock were $4.50 in 1965 compared 
with $3.46 in 1964, both amounts calculated on the number of shares outstanding at January 29, 1966. 


Comparison of the current year’s results and the disposition thereof with the previous year 
follows: 

Increase 


1965 


196U 


Decrease * 


Earnings before “LIFO” adjustment and taxes. 

“LIFO” adjustment. 

Earnings before taxes. 

Taxes on income. 

Net earnings. 

Cash Dividends on Preferred Stock. 

Cash Dividends on Common Stock. 

Stock Dividend on Common Stock. 

Earnings retained for use in the business. 


$9,247,067 
47,154 

9.199.913 
4,690,000 

4.509.913 
302,495 
933,645 

61,102 shares 


$7,440,756 
82,212 

7.358.544 
3,815,000 

3.543.544 
308,253 
872,614 

41,566 shares 


$1,806,311 

35,058* 

1,841,369 

875,000 

966,369 

5,758* 

61,031 

19,536 shares 


3,273,773 2,362,677 911,096 
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FINANCIAL CONDITION 

The sound financial condition of your Company has been well maintained as indicated by the 


following statistics: 

January 29, 
1966 

January 30, 

1965 

Increase 

Decrease* 

Current Assets. 

$40,560,822 

$37,367,519(a) 

$3,193,303 

Current Liabilities. 

12,387,052 

10,271.428(a) 

2,115,624 

Ratio of Current Assets to Current Liabilities.. . 

3.27 to 1 

3.64 to 1(a) 


Working Capital. 

. 28,173,770 

27,096,091 (a) 

1,077,679 

Long-Term Indebtedness. 

6,409,045 

6,884,045 

475,000* 

Preferred Stock. 

5,886,200 

6,147,900 

261,700* 

Common Stock Equity. 

40,961,915 

37,700,555 

3,261,360 

Book Value per Share of Common Stock. 

43.86 

40.37 

3.49 


(a) Restated for comparative purposes—see Note E to Financial Statements. 


Common Stock equity reached another all time high. Regular quarterly dividends of $1.25 were 
paid on the $5 Cumulative Preferred Stock. The required sinking fund provision of the $5 Cumulative 
Preferred Stock was fulfilled. Quarterly dividends of 25 cents were paid on the Common Stock. 

On March 16, 1966, the Board of Directors declared a 5% Stock Dividend on the Common 
Stock payable April 15, 1966, and an increase in the quarterly cash dividend from 25^ to 30*f payable 
May 2, 1966. 

ADDITIONS AND IMPROVEMENTS 

On February 22, 1966 we opened our sixth branch store at Plymouth Meeting at the junction of 
Germantown Pike (Route 422) and the Pennsylvania Turnpike in Plymouth Township, Montgomery 
County, Pennsylvania. Our Store is part of the first two-level covered mall regional shopping center 
in the Delaware Valley area and customer acceptance to this new branch thus far has been highly 
gratifying. 

During 1965 five automatic elevators were installed in the Philadelphia Store, three in the 
Ardmore Store and one in Jenkintown. These have resulted in more efficient operation and conven¬ 
ient service to our customers. In Philadelphia new escalators are being installed from the basement 
to the ninth floor and these, in conjunction with the new elevators, will vastly improve our vertical 
transportation. The new escalators will be in full operation by October of this year. 

Installation of new fixtures and the redecoration of the lower main floor at our Ardmore Store 
and in some areas of the first and lower main floors at Wilmington have greatly enhanced the appear¬ 
ance and customer appeal of these two stores. 

LOOKING AHEAD 

It is difficult to forecast accurately the business climate for an entire year but from present 
indications 1966 should be a satisfactory year for your Company in both sales and earnings. We will 
have the full year’s benefit of the Plymouth Meeting Store which should add substantially to our 
total sales volume. 

The Market Street East development program, together with the long range plans and building 
activities in downtown Philadelphia referred to in last year’s report, are taking more definitive form 
at the present time. These plans encourage us to continue with major physical improvements here in 
our Philadelphia Store for the years ahead. In addition to the improvements in our vertical trans- 
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portation referred to above, we plan a renovation and re-alignment of all our selling floors involving 
new fixtures, lighting and decor. 

We are at this time nearing the completion of negotiations for our seventh branch as part of a 
large covered mall regional shopping center in the Northeast, and it is hoped public announcement 
will be shortly forthcoming. 

OFFICER CHANGES 

On December 15, 1965, Mr. Donald C. Mills retired as Vice President and Treasurer of the 
Company and on January 19, 1966 he resigned as a Director. 

On December 15, 1965, Mr. Winthrop deV. Schwab was elected Vice President, Treasurer and 
Director to succeed Mr. Mills. Mr. Schwab joined the Company in 1951 and since 1961 served as 
Director of Planning and Development. He was elected an Assistant Treasurer in 1963. 

Effective March 14, 1966, Mr. Robert E. Sass, Assistant Treasurer and Controller, resigned 
in order to accept another position. 

Mr. Richard H. Hall was appointed to succeed Mr. Sass as Controller and was elected Assistant 
Treasurer on March 16, 1966. Mr. Hall has been with the Company since 1949 and in his most recent 
responsibility was Manager of the Plymouth Meeting Store. 

IN MEMORIAM 

On May 11, 1965 we suffered the loss of our esteemed and beloved Senior Director, Francis R. 
Strawbridge. At its meeting on May 19, 1965, the Roard of Directors passed a Resolution which reads, 
in part, as follows: 

“During his forty-three years as a Director and long service as an Officer, his staunch integrity 
and steadfast upholding of the principles of fair dealing with customers and employees alike 
have left their mark on the character of the store he served so devotedly. 

As gentleman, merchant, sportsman, community leader, the selfless conduct of his life was an 
endearing inspiration to his friends, his family, and his associates at Strawbridge & Clothier. 
His simplicity and humility, his sincerity and serenity, his warmth and humor will be remem¬ 
bered with affection by those who were privileged to know him during a full and fruitful life.” 

As this report was being completed, word was received of the sudden death of Francis R. Straw- 
bridge, Jr., on board the SS Constitution at sea on March 15, 1966. He had been a Vice President 
and Director of the Company since 1946, a member of the Store Family for thirty-five years and a 
widely known and respected civic leader in the community. His loss will be keenly felt by all his 
associates who will remember him with affection for his warm and genial nature. 

IN APPRECIATION 

We are extremely proud of our Store Family and recognize that the contribution made by them 
will always be the most important factor in the successful conduct of our business. The quality and 
character of services rendered by this outstanding group have won acceptance for Strawbridge & 
Clothier over the years and added meaning to our Seal of Confidence. Their loyalty, interest and 
enthusiastic support have made the year just ended one of substantial accomplishment. The Board 
of Directors joins me in expressing sincere appreciation. 

Respectfully, 


April 4, 1966 
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ERNST & ERNST 

PHILADELPHIA 


To the Shareholders of 

Strawbridge & Clothier 

We have examined the statement of financial condition of Strawbridge & 
Clothier as of January 29, 1966, and the related statements of earnings and stock¬ 
holders’ investment for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. We made a similar examination and 
report for the year ended January 30, 1965. 


In our opinion, the accompanying statement of financial condition and 
related statements of earnings and stockholders’ investment present fairly the 
financial position of Strawbridge & Clothier at January 29, 1966, and the results 
of its operations for the year then ended, in conformity with generally accepted 
accounting principles, applied on a basis consistent with that of the preceding year. 


Ernst & Ernst 

Philadelphia, Pa. 

March 24, 1966 
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STATEMENT OF EARNINGS 


Year Ended 



January 29, 

January 30, 


1966 

1965 

Net retail sales, including leased department sales. 

$105,756,846 

$101,299,595 

Other income, net of other deductions. 

56,491 

29.695 


$105,813,337 

$101,329,290 

Deduct: 



Cost of sales, including merchandise alteration, oc¬ 



cupancy and buying costs, exclusive of deprecia¬ 



tion shown below—Note B. 

$ 75.596,042 

$ 73.101,081 

Selling, publicity, delivery and administrative ex¬ 



penses . 

19,124,857 

18,951,603 

Depreciation and amortization. 

1,349,176 

1,382,754 

Interest on long-term debt. 

298,541 

267,203 

Interest—other. 

244,808 

268,105 


$ 96,613,424 

$ 93,970,746 

Earnings Before Taxes on Income . 

$ 9,199,913 

$ 7,358,544 

Taxes on Income—Note E. 

4,690.000 

3,815,000 

Net Earnings . 

$ 4,509,913 

$ 3,543,544 


See noles to financial statements. 
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STATEMENT OF 


STRAWBRIDGE 


ASSETS 



January 29, 

January 30, 


1966 

1965 

Current Assets 

Cash. 

$ 3,014,993 

$ 2,872.729 

Accounts receivable: 

Customers: 

Regular charge accounts. 

11,383,239 

10,480.611 

Deferred payment accounts. 

6,781,512 

5,894,290 

Flexible charge accounts—Note A. 

4.537.394 

4,929,067 

Suppliers and sundry. 

525,196 

600,814 


$23,227,341 

$21,904,782 

Allowance for loss. 

700.000 

600,000 


$22,527,341 

$21,304,782 

Merchandise inventories—Note B. 

13,985.738 

12,812,160 

Recoverable costs incurred in connection with property 
sold—Note C . 

1,032,750 

377.848 

Total Current Assets. 

$40,560,822 

$37,367,519 

Other Assets 

, 


Note receivable, secured by mortgage. 

447,000 

-0- 

Cash on deposit with trustee for redemption of $5 
Cumulative Preferred Stock—Note D. 

191,183 

191,167 

Miscellaneous accounts receivable and advances. 

55,441 

80.547 

Sundry investments, less reserve of $25,000. 

224.991 

224,991 


$ 918,615 

$ 496,705 

Property, Fixtures, and Equipment— on the basis 
of cost 

Land, buildings, and equipment. 

48.035,596 

45.308.885 

Allowance for depreciation. 

22,977.935 

21,628,759 


$25,057,661 

$23,680,126 

Deferred Charges 

Prepaid expenses. 

683.304 

885,175 

Supply inventories. 

242,472 

241,065 


$ 925,776 

$ 1.096,240 


$67,462,874 

$62,640,590 


See notes to financial statements. 

* Reclassified for comparative purposes. g 









































FINANCIAL 


CONDITION 


& CLOTHIER 


LIABILITIES AND 
STOCKHOLDERS’ INVESTMENT 

January 29 , 


1966 

Current Liabilities 

Accounts payable. $ 4,980,911 

Accrued accounts. 932,208 

Payroll taxes and amounts withheld from employees... 399,260 

Federal, state, and local taxes. 3,439,184 

Deferred income taxes on installment sale gross 

profits—Note E. 1,927,000 

Dividend payable. 233,489 

Long-term debt due within one year. 475,000 

Total Current Liabilities . $12,387,052 

Long-Term Debt —due after one year—Note F. 6,409,045 


Reserves 

For future income taxes (principally on additional 


depreciation taken for taxes). 1,183,662 

For deferred compensation and contingencies. 635,000 

$ 1,818,662 

Total Liabilities . $20,614,759 


Stockholders’ Investment 
Capital Stock: 

$5 Cumulative Preferred Stock, par value $100 per 
share, redeemable at $105 per share—at Janu¬ 
ary 29, 1966, authorized 60,735 shares; outstand¬ 
ing 58,862 shares, after deducting 1,873 shares 
in treasury (outstanding at January 30, 1965, 


61,479 shares)—Note D. 5,886,200 

Common Stock, par value $5 per share—authorized 
1,500,000 shares; outstanding 933,980 (outstand¬ 
ing at January 30,1965, 872,878 shares)—Note G 4,669,900 

Capital in addition to par value of shares. 7,770,826 

Earnings retained for use in the business—Note F. . . . 28,521,189 

Total Stockholders’ Investment . $46,848,115 


Long-Term Leases and Other Commitments—N ote H 


$67,462,874 

See notes to financial statements. 

* Reclassified for comparative purposes. 
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January 30, 
1965 


$ 3.956,598 
868,027 
362,612 
2,500,831 

1,805,000* 

218,213 

560,147 

$10,271,428 

6,884,045 


1,051,662 
585,000 
$ 1,636,662 
$18,792,135 


6,147,900 


4,364,390 

6,011,281 

27,324,884 

$43,848,455 


$62,640,590 
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STATEMENT OF 

STOCKHOLDERS’ INVESTMENT 


> ear Ended 



./annary 29. 

January JO, 


urn 

/,96V) 

Capital Stock 

Preferred Stock: 

Balance at beginning of year. 

* 6,147.900 

$ 6,202.900 

Less shares acquired during year. 

261,700 

55,000 


$ 5,886,200 

$ 6.147,900 

Common Stock: 

Balance at beginning of year. 

4,364,390 

4,156,560 

Stock dividend. 

305,510 

207.830 


$ 4,669,900 

$ 4,364,390 

Capital in Addition to Par Value of Shares 

Balance at beginning of year. 

6.011,281 

5.182.257 

Add excess of amount charged against earnings retained 
for use in the business over the par value of Common 

Stock issued as stock dividend. 

1,771,958 

831,320 


$ 7,783.239 

$ 6.013,577 

Deduct premium paid on acquisition of $5 Cumulative 

Preferred Stock for treasury. 

12.413 

2,296 


$ 7.770.826 

$ 6,011.281 

Earnings Retained for Use in the Business 

Balance at beginning of year. 

27.324,884 

26.001,357 

Add net earnings for the year. 

4,509,913 

3,543.544 


*31.834,797 

*29.544.901 

Deduct: 

Cash dividends on Preferred Stock ($5 per share). 

302,495 

308,253 

Cash dividends on Common Stock ($1 per share). 

933,645 

872,614 

Stock dividends declared March 17, 1965, and 

March 25, 1964 (seven shares and five shares, 
respectively, for each one hundred shares 
outstanding): 

Paid April 15, 1965 and 1964, 61,102 shares 
and 41,566 shares on the basis of $34 and 
$25, respectively, per share. 

2,077,468 

1,039.150 


•I 3,313,608 

$ 2,220,017 

Earnings Retained for Use in the Business. 

$28,521,189 

$27,324,884 

Total Stockholders’ Investment. 

$46,848,115 

$43,848,455 

See notes to financial statements. 
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NOTES TO FINANCIAL STATEMENTS 


Note A —The flexible charge accounts receivable include Company’s equity in accounts sold without recourse 
to a bank—$552,798 and $424,973 in accounts aggregating $5,527,980 and $4,249,727 sold at January 29, 
1966 and January 30, 1965, respectively. 

Note B —Inventories of merchandise on hand and in transit are priced at cost on the last-in, first-out basis, 
determined under principles and by the use of published indices of prices changes approved by the Com¬ 
missioner of Internal Revenue with respect to department stores generally. Such basis of pricing resulted 
in aggregate amounts for inventories at January 29, 1966 and January 30, 1965 of approximately 
$2,605,000 and $2,558,000, respectively, less than the amounts which would have been determined under 
the retail inventory method without regard to last-in, first-out principles. Amounts for opening and 
closing inventories determined on the basis above described and used in the computation of cost of goods 
sold were $12,812,160 and $13,985,738, respectively. 

Note C —Under an indenture of lease with a trust company, the latter is purchasing for cost (not to exceed 
$5,000,000), at specified progress stages, land, site improvements and store building constructed by the 
Company in Plymouth Township, Montgomery County, Pennsylvania (Plymouth Meeting). As soon as 
final costs are known the property (now operating) will be leased from the trust company for a period of 
twenty-five years (with options to renew at reduced rental, or to purchase at end of certain terms) at a 
rent based on the cost to the trust company, plus real estate taxes, insurance and similar charges. The 
factors remain to be established upon which this lease is to be based. Conveyance to the trust company 
is scheduled for not later than July 1, 1966. 

Note D —Sinking fund provisions of the $5 Cumulative Preferred Stock require that on April 1st of each year 
the Company shall redeem shares of such class of stock in an amount of par value equal to two per cent of 
the greatest amount at any time outstanding after February 1, 1948, and prior to the date of such re¬ 
demption. In compliance with such provisions, 1,799 shares of the $5 Cumulative Preferred Stock were 
retired on April 1, 1965. 

Dividends on the $5 Cumulative Preferred Stock have been paid to January 1, 1966, a dividend date. 

Note E —Provision for federal and state income taxes charged to earnings include amounts of $254,000 and 
$583,000 for years ended January 29, 1966 and January 30, 1965, respectively, resulting principally 
from the use, for tax purposes, of accelerated depreciation methods, and the installment method of 
accounting for flexible charge and deferred payment sales. The deferred income tax on installment sales, 
which was previously included in reserves, has been reclassified and included in current liabilities, in ac¬ 
cordance with a Securities and Exchange Commission accounting release on December 7, 1965. 

Note F —The portion of long-term debt due after one year with interest primarily at 3J^% to 5}^% (amounts 
due within one year are included in current liabilities) consists of the following: Term notes ($1,200,000) 
payable to an insurance company in semi-annual installments, commencing June 1, 1967, over a period 
of three years; $2,450,000 payable to a bank and others in fourteen annual installments, commencing 
May 1, 1967, $2,000,000 payable to a bank and others in sixteen annual installments, commencing 
August 1, 1968, and first mortgage ($759,045) on unimproved land due in seven years. The covenants 
of the most restrictive of these loan agreements provide, among other things, that while the loan remains 
unpaid the Company will maintain minimum working capital of $12,500,000, and that the aggregate 
after February 1, 1964, of payments of dividends (other than dividends paid in capital stock of the Com- 
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NOTES TO FINANCIAL STATEMENTS (continued) 


pany) and purchases of capital stock will not exceed the sum of $4,000,000 plus the amount of earnings 
accumulated after February 1, 1964. The amount of earnings retained for use in the business which was 
unrestricted by these provisions was $9,305,042 at January 29, 1966. 

Note G— On March 16, 1966, the Board of Directors declared a dividend on Common Stock, payable in shares 
of Common Stock at the rate of one dividend share for each twenty shares outstanding. The dividend 
shares, not exceeding 46,699 in the aggregate (including option cards for fractional shares) are to be 
issued April 15, 1966 to holders of record at the close of business March 23, 1966. In connection with this 
dividend the Board of Directors authorized transfers from Earnings Retained for Use in the Business to 
(a) Capital Stock, the sum of $5 (par value) for each dividend share, and (b) to Capital in Addition to 
Par Value of Shares, the sum of $36 for each dividend share. 

Note H —At January 29, 1966, the Company was lessee under nine leases with terms, if renewal options are 
exercised, of not less than twenty years from the above date in each case. The present aggregate minimum 
rentals under these leases is $1,330,000 plus, in certain instances, real estate taxes, insurance and similar 
charges, and increased amounts based on percentages of sales. See Note C for information relating to the 
new Plymouth Meeting store. 

The Company has entered into employment contracts with certain executives which provide for the 
payment of benefits upon retirement. Since the adoption of the Deferred Compensation Plan in 1953 
the Company has charged against income an annual provision of $50,000, which amount, after giving 
effect to estimated future income tax offsets, is considered adequate to cover the portion of the ultimate 
cost of such benefits. 

In addition, the Company has adopted a policy of paying benefits to employees who retire after fifteen 
years’ credited service at age 70 or, under certain circumstances at lower ages. These benefits are charged 
to operations when paid. No determination has been made as to the amount that would be required to 
fund the past service cost applicable thereto, since the Company has reserved the right to discontinue 
the plan and all payments thereunder. 

The remaining commitment for fixtures at Plymouth Meeting and the cost to complete the replace¬ 
ment and extension of escalators in the Philadelphia Store aggregated approximately $2,000,000 at 
January 29, 1966. 
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This is the Famous Seal of Confidence 


... your constant assurance that today, as in 1868 , the 
high principles of storekeeping established by Justus C. 
Strawbridge and Isaac H. Clothier govern the conduct of 
our business. Whenever your purchase depends on 
Confidence, depend on 



STRAWBRIDGE & CLOTHIER 




